
USOA Part 32 Accounts 

3 .  6561 Depreciation 
Expense- 
Telecommunications 
Plant in Service 

? 

6562 Depreciation 
Expense - Property Held 
For Future 
Telecommunications use 

~ ~~~ Cost Pool Name 

Direct Cost Pool 

Direct Cost Pool 

Central Office Equipment Cost 
Pool 

Information Origination I 
lermination Cost Pool 

3utside Plant Cost Pool 

jeneral Support Asset Cost 
'001 

'uture Depreciation Cost Pool 

Cost . . Pool . .- Identification 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Cost Pool equals account. 

_ _ ~ _  Cost Pool ADPortlonment Method 

Directly assigned to regulated 

Directly assigned to nonregulated 

Indirectly attributed based on relative investment 
value of central office equipment in Account 
2211 through 2232. 

ndirectiy attributed based on relative investment 
ialue of information origination / termination 
'quipment in Accounts 231 1 through 2362. 

ndirectly attributed based on relative investment 
ialue of outside plant in Accounts 241 1 through 
?441 

ndirectlv attributed based on relative investment 
ralue ofgenera support assets in Accounts 
!I12 through 2124. 

ndireclly am oJe0 Daseo oil rela1 re lnveslmenl 
'alLe In AccoJnl 2002. Propeny held for Future 
-eecommunicatons use 

Commenls 

Nevada Bell rarely uses this cost 
0001. 

'he Companies do not use this 
iccount. 

A 
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USOA Part 32 Accounts 

6563 Amortization 
Expense - Tangible 

6564 Amortization 
Expense - Intangible 

6565 Amortization 
Expense - Other 

661 1 Product 
Management and Sales 

Cost Pool Name ~- 

Amortization Tangible Cost Pool 

Network Software Amortization 
Intangible Cost Pool 

General Purpose Computer 
Software Amortization 
Intangible Cost Pool 

Not applicable 

Direct Cost Pool 

Direct Cost Pool 

~ Cost ~~ ~~~ Pool Identification ~~. ~ 

Cost Pooi equals account. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Not applicable. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Gns! Enn! neportl_onment Me!hod 

Indirectly attributed based on relative investment 
value in Account 2681, Capital Leases and 
Account 2682. Leasehold Improvements. 

andirect y altr odleo oaseo on relat ve va1i.e 01 
the hework Sohare  Cost PUO~ n Accodnt 
2690. ntang b.es 

Indirectly attributed based on relative value of 
the General Purpose Computer Software Cost 
Pool in Account 2690, Intangibles. 

Not applicable 

Directly assigned to regulated 

Directly assigned to nonregulated. 

~- Comments 

-he Companies do not use this 
iccount. 

ncludes prior Accounts 661 1 and 
i612. 

ncludes prior Accounts 661 1 and 
i612. 
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661 1 Product 
Management and Sales 
(Cont ) 

6613 Product Advertising 

6621 Call Completion 
Services 

Premises Sales Cost Pool 

Sales Administration Cost Pool 

Product Management and Sales 
cost Pool 

Product Management and Sales 
Residual Cost Pool 

Direct Cost Pool 

Direct Cost Pool 

Product Advertising Cost Pool 

Direct Cost Pool 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
BCCOunting wdes. 

Based on description of 
3ccounting codes. 

3ased on description of 
%counting codes. 

)os1 Pool equals account 

Directly attributed based on statistical sampling 
of premises sales operations. 

Directly attributed based on relative value of 
related current month sales salaries and wages 
in the Direct Cost Pools and the Premises Sales 
Cost Pool in Account 661 1. Product 
Management and Sales. 

Indirectly attributed based on the relative value 
of the directly assigned and attributed telco 
marketing costs in Accounts 6611, 6613. 6623 
and 6720 

Marketing Allocator 

Directly assigned to regulated. 

Directly assigned to nonregulated 

Indirectly attributed based on the relative value 
of the directly assigned and attributed telco 
marketing costs in Accounts 6611, 6613. 6623 
and 6720. 

3irectly assigned to regulated 

See CHEETTA in Section VI1 
Includes prior Account 6612. 

Includes prior Account 6612. 

Includes prior Accounts 661 1 and 
6612. 

Includes prior Accounts 661 1 and 
6612. 

NB and SWBT rarely use this cost 
pool. 
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i 

USOA Part 32 Acc~unls ~ . ~~ ~ Cost Pool Name. ~ ~~ ~~~ Cost Pool Iden!!!/Btlo!! 

6622 Number Services Direct Cost Pool 

Direct Cost Pool 

Number Services Support Cost 
Pool 

Operator Systems Directory 
Assistance Cost Pool 

Directow Cost Pool 

Based on description of 
xcounting codes. 

3ased on description of 
accounting codes. 

Based on description of 
3ccounling codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

~- cost Pool Qeportionmen!Mg@od 

Directly assigned to regulated. 

Directly assigned to nonregulated 

Directly attributed based on relative value of 
Number Services current month salaries and 
wages in the cost pools (excluding the Number 
Services Support Cost Pool) in Account 6622. 
Number Services. 

Directly attributed based on current month 
regulated and nonregulated call work volume 
usage. 

Indirectly attributed based on directory study. 

J 

J 

J 

J 

J 
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USOA Part 32 Accounts 

6623 Customer Services 

Cost Pool Name - 

lirect Cost Pool 

lirect Cost Pool 

;ervice Order Cost Pool 

ervice Order Support Cost 
001 

illinglBill Payment Cost Pool 

cost Pool l d e n t i f l m  

3ased on description of 
accounting codes 

3ased on description of 
iccounting codes. 

3ased on description of 
iccounting codes. 

lased on description of 
#ccounOng codes. 

lased on description of 
ccounting codes. 

_ _  Cost Pool Ap~ortionm_ent Method Comments . P N A~_.A 

Iirectly assigned to regulated. 

lirectly assigned to nonregulated 

llreclly attnD,led basea on StaIISI1CaI samplmg 
I aslomer services operat ons 

IO recl y allr billed uased on lelal ue raLe of 
le Service Omer Cost n Account 6623. 
dsloflier Services 

idirectly attributed based on analysis of 
istomer bills. 

Includes service order processing, 
payment and collection and billing 
inquiry for interexchange carrier 
customer service. Includes 
accounting toll operations 
associated with processing 
messages for carriers. Includes 
toll message operations and local 
message operations along with the 
associated support. Includes 
message investigation center and 
its associated support. 

Includes the costs of business and 
residence customers. centralized 
operations group order 
processing, and billing inquiry. 
Also includes local supervision, 
general administralion and 
administrative support services. 
See Section VII. Service 
Representatives. 

Includes costs of retrieving data 
lor and producing customer bills. 
Includes processing all basic 
account data. Includes receiving 
mail payments from customers 
and public offices and performing 
payment, colleclion and treatment 
activities within a centralized 
,peration. 

Cost Apwnionrnenl Tables VI-59 
Revised 12130104 Arneiilech (AllNevada Bell (NyPacific Bell (PVSouthwestern Bell Telephone (S) 

Cost Allocali~n Manual 



USOA Part 32 Accounts Cost Pool Name Cost Pool identification 

6623 Customer Services 
(Cont ) 

6720 General and 
Administrative 

Customer Billing and Collection 
cost Pool 

Combined Customer Services 
Operations Cost Pool 

Other Customer Services Cost 
Pool 

Direct Cost Pool 

Direct Cost Pool 

Directly Attributed Regulated 

Directly Attributed Nonregulated 

Plant Operations Cost Pool 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes and 
computer usage 

Based on description of 
accounting wdes and 
zornputer usage 

Based on description of 
accounting codes. 

Cost Pool ADDortionment Method Comments P N S . A  

na foci y alii 1) rtLw o&'a CII 12 dtrr 
revendes In Accomls 5001 tliru .yn 5100 5230 
and 5280 

.e (11 

no rect y attributed Dased on rdlal ve value 01 
the Service Order Cost Pool Sew ce Order 
Suppon Cos1 Pool ana Bcllinq Bill Payment Cost 
Pool 

no rect y atlnbLted Dasea on the re at ve va ue 
01 the d rectly ass gnea and attribdted telco 
market ng costs in Accounts 661 1,6613 6623 
and 6720 

Directly assigned to regulated 

Directly assigned to nonregulated. 

Directly attributed lo regulated. 

Directly attributed to nonregulated, 

Indirectly attributed based on relative value of 
Plant Operations current month salaries and 
wagesinAccounts2111 through2441. 6112 
through 6441 and 6532 through 6535. 

ncludes costs of combined 
:ustomer services operations. Le.. 
rder processing, billing inquiry 
md payment and collection 
Ictivities performed wilhin a 
:entralized operation. 

ncludes prior Accounts 671 1-6727 
indior 6728. 

ncludes prior Accounts 671 1-6726 
indlor 6728. 

ncludes prior Account 6724. 

ncludes prior Account 6724. This 
:ost pool is rarely used by the 
:ompanies. 

ncludes prior Account 671 1 
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____ USOA Part 32 Accounts Cost Pool Name Cost Pool ldentiflcation Cost Pool APPOrtionment Method..__ -~ Comments 

6720 General and 
Administrative (Cont.) 

Customer Services Operations 
cost Pool 

Corporate Operations Cost Pool 

General and Administrative 
Operations Cost Pool 

Plant Accounting Cost Pool 

3evenueiBilling Cost Pool 

3ustomer Billing and Collection 
2ost Pool 

'lant Investment Cost Pool 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on descriplion of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes and 
computer usage. 

Based on description of 
accounting codes and 
Computer usage. 

Based on description of 
accounting codes. 

Indirectly attributed based on relative value of 
Marketing Operation and Plant Operations 
current month salaries and wages in Accounts 
2111 through2441.6112 through6441.6532 
through 6535.661 1 through 6613, and 6621 
through 6623. 

Indirectly attributed based on the relative value 
3f Current month salaries and wages in Account 
5720 (excluding the Corporate Operations Cost 
Dool and Planning salaries and wages). 

ndirectly attributed based on company current 
nonth salaries and wages. 

ndirectly attributed based on relative investment 
talue of Accounts 2002 through 2690. 

ndirectly attributed based on analysis of 
xstomer bills. 

ndirectly attributed based on relative value of 
egulated and nonregulated revenue in Accounts 
5001 through 5100. 5230 and 5280. 

ndirectly attributed based on current relative 
nvestment value of Account 2001, 
relecommunications Plant in Service. 

icludes prior Account 671 1 

icludes Prior Account 671 1 

icludes prior Accounts 6723, 
724,6726 and 6728. 

icludes prior Account 6721. 

icludes prior Account 6724. 

icludes Prior Account 6724. 

lcludes prior Acwunt 6724. 

P N S A  
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USOA Part 32 Account2 

6720 General and 
Administrative (Cont ) 

Cos! Pool Name 

Marketing Cost Pool 

information Management Cost 
Pool 

VetworkiDelivery Operations 
Zost Pool 

Jirectoly Cost Pool 

Cost Pool ldenlificalion 

Based on description of 
accounting codes 

Based on description of 
accounting codes. 

Based on description of 
accounting codes. 

Based on description of 
accounting codes and 
computer usage. 

Cost Pool Apportionment Method ~ ~ Comments P N S A  

Indirectly attributed based on the relative value 
3f the directly assigned and attributed telco 
marketing costs in Accounts 6611. 6613, 6623 
and 6720. 

,no reclly alrnDLled Daseo on relaiwe inveslmeril 
i ahe  01 me common pools n A C C O U ~  2124 
Senera Parpose Computer 

no reclly allrlDuleo based on re ai ve riveslinent 
,a .,e of Accounts 1220 and 21 12 lhruugh 2682 

ndirectly attributed based on directory Study 

icludes prior Accounts 6722 and 
,124. 

icludes prior Account 6724. 

icludes prior Account 6726. 

icludes prior Account 6724. 
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Ameritech (A)lNevada Bell (NYPaoRc Bell (P)lSoulhwestern Bell Telephone ( S )  

Cos1 AIIOCBIIO~ Manual 

VI62 
Revised: 12119105 



;' 

f, 
I 

6720 Genera and 
Administrative (Cont.) 

y 

i 

f 

6790 Provision For 
Uncollectible Notes 
Receivable 

7100 Other Operating 
Income and Expenses 

7210 Operating 
Investment Tax Credits - 
Net 

7220 Operating Federal 
Income Tax 

7230 Opera1,rig Slate 
Ana Local lncame Taxes 

General and Adminislrative 
Residual Cost Pool 

Uncollectible Cost Pool 

Direct Cost Pool 

Direct Cost Pool 

Land and Artworks Cost Pool 

Otner Operating nconie ana 
Expense Res.adal Cos1 Pool 

Investment Tax Credit Cost 
Pool 

Federal Income Tax Cost Pool 

State and Local Tax Cost Pool 

Cost Pool Identification Cost Pool Apportionment Method ._ 

Based on description of 
accounting codes. 

Cost Pool equals account. 

Based on description of 
accounting codes. 

Based on descriplion of 
accounting codes. 

Based on description of 
accounting codes. 

3ased on description of 
accounting codes. 

2ost Pool equals account. 

3ost Pool eauals account. 

3ost Pool equals account. 

General allocator. 

General allocator. 

Directly assigned to regulated. 

Directly assigned to nonregulated. 

Indirectly attributed based on the relalive 
regulated and nonregulated Land investmenl in 
Account 2111 and Artwork investment in 
Account 2122. 

General Allocatoi 

no recl,y attribLted oased on lhe crrrenl 
regdated and nonregdlalea iweslmenl ra de 01 
Account 2001, Te ecomm.mcat~ons Plant m 
Serv.ce. less Account 2690. nlang Dles 

Directly attributed based on operating book 
income before income taxes less interest 
expense. 

Directly attributed based on operating book 
income before income taxes less interest 
expense. 

ncludes prior Accounts 6712. 
i721,6722.6724,6725, 6727 and 
$728. 

'he Companies do not use this 
iccount. 

icludes prior Accounts 71 10 
indlor 7130. 

ncludes prior Account 7130. 
'he Companies rarely use this 
:OS1 pool. 

1B and Amerilech rarely use this 
8001. Includes prior Account 7150. 

icludes prior Accounts 7140 
ndlor 7160. 
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P N S A  

7600 Extraordinary Items 

Interest Capital Leases Cost 1 POOl 

Direct Cost Pool 

3ased on description of 
iccounting codes. 

lased on description of 
iccounting codes. 

lased on description of 
iccounting codes. 

;ost Pool equals accounl 

lirectly assigned to regulated 

nalrect y allnoJed base0 on !he cweiir 
egulared ana nonregulaled inreslmenl valw 01 
4ccounl 2001, Telecornrnun.cat.ons Plant In 
$err ce 

ndirectly attributed based on the relative 
nvestrnent value of Account 2681. Capital 
.eases. 

lirectly assigned to regulated. 

Interest paid on regulated 
customer deposits. The 
Companies do not pay interest on 
nonregulated customer deposits. 
Includes prior Account 7540. 

Includes prior Accounts 7510, 
7530 and 7540. 

Includes prior Account 7520 

Amounts in this account will be 
excluded from raternaking in the 
Separations process; thus 
allocation between regulated and 
nonregulated is not necessaly. 
The ComDanies rarelv use this 
account. Includes prior Accounts 
7610 - 7640. 

J 

J 

J 

J 
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USOA P a h L A c c o u n t ~  _~ ~~ ~ ~~ Cost - Pool Name ~ ~ ~ ~ .~ ~ ~ ~ Cost Pool -~ Identification Cost Pool Apporuonment . . Method 

7910 Income Effect Of 
Jurisdictional Ratemaking 
Differences - Net 

7990 Nonregulated Net 
Income 

iirect Cost Pool 

iirect Cost Pool 

Cost Pool equals account. 

cos1 Pool equals account. 

Directly assigned to regulated. 

Directly assigned to nonregulated. 

Comments ~ P N s A 

Amounts in this account will be 
excluded from ratemaking in the 
Separations process; thus 
allocation between regulated and 
nonregulated is not necessary. 

The Companies rarely use this 
account. 

J 

J 

J 

J 

J 

J 
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SECTION VI1 -TIME REPORTING PROCEDURES 

TABLE OF CONTENTS 

A. TIME REPORTING METHODS USED TO ALLOCATE EXPENSE TO PART 32 ACCOUNTS 
This section details the time reporting methods used to drive expenses to the correctt Part 32 
accounts and to meet the Part 64 requirements for separating regulated and nonregulated 
expenses. 

8. STUDIES FOR PART 64 ALLOCATION OF MARKETING AND SALES EMPLOYEES' EXPENSE 
This section details the studies that are used to allocate the cost pools within a Part 32  account 
to regulated and nonregulated to meet Part 64 requirements. They are not used to drive payroll 
expenses to Part 32 accounts. 

C. TRAINING 
This section covers the training methods used to raise employee awareness of time reporting. 

D. MONITORING AND CONTROL 
This section covers how the monitoring and control requirements are met. 

E. RECORD RETENTION 
Record retention requirements are stated in this section 

F. ALLOCATION OF NONPRODUCTIVE TOME 
This section details the allocation of nonproductive time. 
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A. TIME REPORTING METHODS USED TO ALLOCATE EXPENSE TO PART 32 ACCOUNTS 

This section of the Companies' CAM describes the methods used to assign salary and wages to 
regulated and nonregulated operations. Job functions are used to directly assign or attribute costs 
whenever possible to regulated and nonregulated activities and to a specific Part 32 account. When 
an entire function cannot be directly assigned or attributed, time reporting is used to assign costs to 
regulated or nonregulated activities. Two time reporting methods are utilized: Positive Time Reporting 
(PTR) and Exception Time Reporting (ETR). Chart 1, at the end of this section, displays which method 
is used by each functional work group. The chart also displays for which employee groups activity 
sampling is utilized in conjunction with time reporting to allocate to regulated and nonregulated. 

1. Positive Time Reporting 
This method of time reporting assigns labor costs by Mentifying and reporting time for all adivities 
on a daily basis. Positive Time Reporting drives payroll expenses to the appropriate B r t  32 
account. Network Operations and Engineering labor forces use this method. Employees that 
positive time report use several time reporting accounting codes. Positive Time Reporting will be 
in one-quarter hour increments. There are b o  types of Positive Time Reporting. They are 
Conventional Positive Time Reporting and Sampled Positive Time Reporting. 

a. Conventional Positive Time Reporting - Amentech, Southwestern Bell, Pacific Bell, k v a d a  
Bell. 

Employees who use conventional positive time reporting identify one hundred percent mf their 
time, in fifteen-minute increments, on a daily basis. 

b. Sampled Positive Time Reporting - Amentech. Southwestern Bell, Pacific Bell, Nevada Bell - 
Consolidated Hours - ESTRS, ETDP, TRACS, TASS, AIS (CHEETTA) - Network 

Sampled positive time reporting is used far emplloyees who consistently report their tiime to 
the same accounting classifications and whose activities are predominantly classifiable to 
expense accounts. Current employees who use the CHEETTA - Network process for 
sampled positive time reporting are Plant Specific Installation/Maintenance/Repair 
technicians. Employees whose activities are predominantly classifiable to constrvction 
(capital accounts) report by conventional positive time reportirq. 

Employees covered by sampled positive time reporting are subdivided by state arnd are 
eligible for sampling each month. For the monthly samples, a statistically valid metthod is 
used to randomly select employees within each %We. The sample is designed to proviide an 
allocation of employees' time/dollars, that is within +I- 3 percentage points at the 95% level of 
confidence. 

The selected employees complete mechanized arctivity logs which identify how their time was 
spent during the sample day. Completed logs are verified for accuracy by trained amalysts 
via phone interviews with the technicians. A review of the quality of reporting (e.g., 
completeness, accuracy of detail and matching to source documentation) is also perfoirmed. 
The activity time data is then complied by statte and converted into percentages b y  the 
appropriate accounting classifications. 
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The activity percentage distribution for each state developed from the previous three-month 
sample period is used to distribute the time of all the employees in the CHEETTA population 
in the current month. The percentage distribution is input into the time reporting system, and 
employees in the CHEETTA population, when not subject to sampling procedures, report 
only actual time worked (such as a normal eight-hour workday or paid time off) without 
identifying any distribution to specific activities. The expense related to paid time, by both 
sampled and non-sampled employees, is then distributed to Part 32 accounts based upon 
the state percentage distributions. 

Any work outside of normal job activities. such as uniquely-required regulated and 
nonregulated productlproject tracking, contracts, and other special projects not captured in 
the activity logs, are reported using conventional positive time reporting. The positive time 
reporting drives the expense to the Part 32 accounts and to regulated or nonregulated 
productslservices as required based on the cosU assignment data input. 

2. Exception Time Reporting 

Exception time reporting is the method by which employees report time only when engaged in an 
activity outside their routinely assigned functions. Exceptions to normal work activities include time 
paid but not worked (e.g.. vacations, holidays, and paid excused workdays), as well as uniquely- 
required regulated and nonregulated tracking, contracts, and other special projects. The 
accounting system assigns costs to both the exception-reported and routinely-assigned functions 
as follows: 

r----l m 1 
Costs Associated 

with Routinely 
Assigned 
Functions 

- - - Exception 
Reported 

costs 

Costs Remaining 
with Routinely 

Assigned 
Functions 

I I I I I I 

Exception time reporting will be in the following increments: 

The expenses associated with the routinely assigned functions are driven to the appropriate Part 
32 account by the use of Accounting Codes. These codes are pre-established on each 
employee's mechanized payroll record and are associated with regulated, nonregulated or 
common activities. The distribution of expenses among accounting codes is established for each 
employee through an employee-by-employee analysis of job functions, and is modified whenever 
a significant shift in employee job functions occurs. It is the responsibility of the employee's 
department head to insure that the accounting information is accurate. Accurate daily time 
reporting is each employee's responsibility. 

Employees are required to maintain all relevant records, such as time report worksheets and 
associated back-up, assignment logs, planning calendars, day planner pages and telephone and 
appointment logs. This supporting documentation, as well as the exception time reports, is 
maintained by the originator for the record retention period. (See E. RECORD RETENTION.) 

Southwestern Bell and Nevada Bell 15 minutes, 
Pacific Bell; marketing employees 15 minutes, other employees 1 hour 
Arneritech 1 hour or less 
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Establishment of accounting codes associated with nonregulated activities on the employee's 
payroll record will be utilized only in selected instances where the time spent on nonregulated 
activities remains stable. This method of capturing nonregulated payroll expenses is applied on an 
individual basis. For example, a product manager who month after month spends 80 percent of 
hidher time on a nonregulated activity can utilize this method to properly record payroll expenses 
by indicating on the mechanized employee payroll record that 80 percent of hislher time should be 
assigned to a nonregulated activity each pay period. If this product manager then worked on a 
special regulated project for a period of time, exception time reporting would be used to assign that 
additional time to the appropriate regulated account code. 

6. STUDIES FOR PART 64 ALLOCATION OF MARKETING AND SALES EMPLOYEES 
EXPENSE 

This section details the studies that are used to allocate the cost pools within Part 32 Accounts 661 1 
and 6623 to regulated and nonregulated to meet Part 64 requirements. They are not used to drive 
expenses to Part 32 accounts. Chart 1 displays the various sampling methods and the employee 
groups for which they are used. 

For the marketing and sales employees, the costs associated with their routine job functions are 
assigned to the appropriate pool within a specific Part 32 account by Accounting Codes assigned to 
the employees. Various allocation methods are used to distribute those cost pools to regulated and 
nonregulated. The allocation methods are applied to pools for specific accounts in the Cost Allocation 
System (CAS) processes. 

1. For Sales employees - Southwestern Bell, Pacific Bell, Nevada Bell - Consolidated Hours - 
ESTRS, ETDP, TRACS, TASS. AIS (CHEETTA) - Marketing 

This allocation method utilizes a time study to allocate the regulated and nonregulated time of 
direct sales personnel within Account 661 1. 

For the monthly samples, a statistically valid method is used to randomly select employees and 
assigned sample days. The sample period is one day. The sample is designed to provide an 
allocation of employees' timeldollars, that is within +I- 3 percentage points at the 95% level of 
confidence. 

The selected sales personnel complete mechanized daily logs that identify haw their time was 
spent during the sample day. Completed logs are verified for accuracy by trained analysts via 
phone interviews with the sales personnel. After being reviewed, this information is used to 
compute a three-month rolling average of regulated and nonregulated percentages. The 
percentage distribution is input into the CAS system to allocate the Premises Sales Cost Pool in 
Account 661 1. 

The employees in the direct sales personnel who were not selected to be sampled, report only 
exceptions to normal work activities. Exceptions include uniquely required regulated and 
nonregulated productlproject tracking, contract, and other special projects. The exceptiorn reporting 
drives the expense to the Part 32 accounts associated with the exception code used. 
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2. For Service Representatives - Pacific Bell - Sales Channel Study 

This method of allocating non-exception reported time utilizes a time and motion study to allocate 
the regulated and nonregulated time of service representatives within Account 6623. 

A statistically valid method is used to randomly select the monthly sample size by stratum. Each 
sample is then generated using a random number generator. Employees that have been sampled 
previously are not eligible to be sampled more than once in the same calendar year. 

A time and motion study is performed to determine the percent of time spent on each activity., The 
results of the study are used to determine the percentage of activities, on average, that are 
devoted to regulated productslservices vs. nonregulated productslservices. 

The resulting percentage is input into the CAS system and is applied to the costs in the Service 
Order Cost pool in Account 6623. This pool contains the expense for the paid time, including paid 
time off, of the service representatives. 

Any exceptions to normal work activities, such as uniquely-required regulated and nonregulated 
productlproject tracking, contracts, and other special projects, are reported using exception time 
reporting. The exception reporting drives the expense to the Part 32 accounts associated with 
the exception code used. 

3. For Service Representatives - Southwestern Bepl and Ameritech - Customer Operations Expense 
Study 

This method of allocating non-exception reported time utilizes time studies to allocate the regulated 
and nonregulated time of service representatives within Account 6623. 

The statistician determines the appropriate number of calls needed to produce a statistically valid 
sample. Prerecorded sales calls from the various call centers within the Southwestern and 
Ameritech regions are haphazardly selected monthly by stratum. A time study is performed using 
these samples to determine the percent of time spent on each product'service offered within the 
call centers. The results of the study are used to determine the percentage of activities that are 
devoted to regulated productslservices vs. nonregulated products/services. 

The resulting percentage is input into the CAS system and is applied to the costs in the Service 
Order Cost pool in Account 6623. This pool contains the expense for the paid time, including paid 
time off, of the service representatives. 

Any exceptions to normal work activities, such as uniquely-required regulated and nonregulated 
productlproject tracking, contracts. and other special projects, are reported using exception time 
reporting. The exception reporting drives the expense to the Part 32 accounts associated with 
the exception code used. 
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4. For Service Representatives - Nevada Bell - Customer Operations Expense Study 

This method of allocating non-exception reported time utilizes time studies, sales reports and call 
volume data to allocate the regulated and nonregulated time of service representatives within 
Account 6623. 

Sampled sales calls are used to establish standard times for each nonregulated item that is 
sold. These standard times include a prorated amount of the common time. 
Call Volume and Average Call Length data from the Business and Consumer support 
organizations is used to calculate the total call time for all service representatives. 
The standard time to make a sale of a nonregulated product is multiplied by the number of 
sales for that item for the month. The time for all nonregulated products is summed and 
subtracted from the total call time. The remainder is the regulated time. 
The results of the study are used to determine the percentage of time, on average, that is 
devoted to regulated productslservices vs. nonregulated productslservices. 
The resulting percentage is input into the CAS system. It is applied to the costs in the Service 
Order Cost pool in Account 6623. This pool contains the expense for the paid time, including 
paid time off, of the service representatives. 

Any exceptions to normal work activities, such as uniquely-required regulated and nonregulated 
producffproject tracking, contracts, and other special projects, are reported using exception time 
reporting. The exception reporting drives the expense to the Part 32 accounts associated with 
the exception code used. 

C. TRAINING 

Training is designed to raise the employees’ awareness of the time reporting requirements of this 
manual. 

Methods include: 

0 

Training documents covering system changes that are sent as required to system users. 
Providing revisions to all accounting manuals. 
Initial account code training is given to new positive time reporting employees who support 
nonregulated activities. 
Periodic time reporting training is provided as requested by a department or as training needs are 
identified. 
Statements included in the company ‘“Code of Business Conduct.” (This is a summary of 
corporate policies reviewed and signed annually by all employees. It explains the employees’ 
responsibilities and the penalty for violations.) 
Annual time and expense reporting policy letter from upper management, which is provided to all 
employees. 
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D. MONITORING AND CONTROL 

Time reporting monitoring is achieved through review and verification procedures including: 

Periodic internal and external audits are conducted to ensure compliance with time reporting 
procedures, and 
Reviews of payroll time reporting and accounting classification code accuracy are performed 
periodically. 

Control is achieved through the management approval process for time reporting 

E. RECORD RETENTION 

All relevant records, including time sheets and required supportive documentation, are retained for a 
period of at least one year after the close of the year to which the records relate per the “Order on 
Reconsideration,” CC Docket No. 86-11 1 (released October 16, 1987) paragraph 90. 

F. ALLOCATION OF NONPRODUCTIVE TIME 

The Companies have subdivided the FCC definition of nonproductive time for clarification. It is 
classified into two categories, nonproductive time and administrative time, as follows: 

Nonproductive Time is paid time off from work. Nonproductive Time consists of the following 
items: vacations, holidays, and paid excused workdays. 
Administrative Time consists of productive activities on the job that are not chargeable to a 
specific type of telephone plant, product, service or job function. Examples of administrative 
time include, staff meetings and activities not specified to regulated or nonregullated 
productslservices. 

1. Positive Time Reporting Employees 

Employees that perform engineering and plant operations functions report their Nonproductive and 
Administrative Time to specific accounting codes. These costs are apportioned based on their 
productive wages and salaries. 

2. Exception Time Reporting Employees 

a. Nonproductive Time 

Nonproductive Time for employees using Exception Time Reporting (ETR) from a directly 
assigned cost pool will be allocated to the same cost pool as  the ETR hours based upon a ratio 
of the nonproductive wages to total productive wages of employees using ETR for the cost 
pool. The CAM develops the following nonproductive ratio: 

Total Nonproductive Costs of ETR emplovees 
Total Productive Costs of ETR employees 

= Nbnproductive 
ETR Ratio (NETR Ratio) 
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For each accounting code with directly assigned wages. the amount of expense that would 
have been assigned using the NETR Ratio is calculated by multiplying the NETR Ratio times 
the productive wages. This amount is then assigned to the same cost pool as the ETR 
productive hours. 

b. Administrative Time 

Administrative Time for employees using exception time reporting (ETR) from a directly 
assigned cost pool will be allocated to the same cost pool as the ETR hours. The 
Administrative Time percentage is determined by a study. It is multiplied against applicable 
ETR wages. For example, a marketing employee for whom regulated accounting codes have 
been established, exception reports time to a nonregulated tracking code. The reported 
nonregulated time is multiplied by the Administrative Time percentage. An applicable amount of 
additional expense is deducted from regulated expense and assigned to the nonregulated 
tracking code. 
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CHART 1 
TIME REPORTING AND ALLOCATION METHODS BY WORK GROUP 

Positive Time ReDorting Exception Time Reoottiiq 
Work Group In USOA Allocation by Allmation Methods 

3 e n s e  Accounts -~ Conventional Sampled Accounting Code Using Sampling - 
PLANT SPECIFIC 
Construction 
Installation 
MaintenanceIRepair 
Engineering 

PLANT NONSPECIFIC 
Provisioning 
Network Admin 
Testing 
Plant ODer. Admin. 
Engineering Admin. 

CUSTOMER OPERATIONS 
Product Management 
Sales 
Product Advertising 
Call Completion 
Number Services 
Customer Services 

CORPORATE OPERATIONS 
Executive 
Planning 
Accounting 8 Finance 
External Relations 
Human Resources 
Information Management 
Legal 
Procurement 
Research 8 Development 
Other General 8 Admin. 

NONMGT 
NONMGT 
NONMGT 

MGT a NONMGT 

NONMGT 
NONMGT 
NONMGT 
NONMGT 

MGT 

NONMGT 
NONMGT 

MGT a NONMGT" 
MGT a NONMG? 
MGT a NONMGP 
MGT 8 NONMGP 

MGT 8 NONMG? 

MGT 8 NONMGT 

MGT 8. NONMGT 
MGT a NONMGT 

MGT a NONMGT 
MGT a NONMGT 

MGT a NONMGT 

MGT & NONMGT NONMGT 

MGT & NONMGT 
MGT & NONMGT 

MGT & NONWT 
MGT 8 NONWT 

MGT a NONMGT 

MGT 8 NONMGT 
MGT a NONWGT 
MGT a NONMGT 
MGT & NONWT 
MGT & NONWT 

Nonrnanagement employees using ETR in the plant nonspecific work grwps represent clerical and A 

other support employees. 
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